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AN ACT %felatlng to: pagr/day loan services and granting rule-making

authority.

Analysis by the Legislative Reference Bureau

This is a preliminary draft. An analysis will be provided in a later version.
For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 138.14Jof the statutes is created to read:

138.14 Payday loan services. (1) DeriniTiONS. In this section:

(a) “Applicant” means a person who obtains or seeks to obtain a payday loan.
(b) “Check” has the meaning given in s. 403.104 (6).‘/

(c) “Department” means the department of financial institutions.

(d) “Payday loan” means a transaction between a person and the issuer of a

check in which the person agrees to do all of the following:
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SECTION 1

1. Accept a check from the issuer.

2. Hold the check for a period of time without negotiating or presenting the
check for payment.

3. Pay to the issuer the amount of the check, less any applicable fee, upon
accepting the check.

(e) “Payday loan service” means a person licensed under s. 138.09jwh0 makes
payday loans in the ordinary course of business.

(2) DscLOSURE REQUI REMENTS.  Before disbursing funds pursuant to a payday
loan, a payday loan service shall provide all of the following to the applicant:

(a) A clear and conspicuous printed or typewritten notice indicating all of the
following:

1. That a payday loan is not intended to meet long-term financial needs.

2. That a payday loan is meant to provide funds in a financial emergency.

applicant”

3. That th?zwill be required to pay additional fees if the loan is refinanced rather
than paid in full when due.

(b) A clear and conspicuous printed or typewritten notice comparing the cost
of the proposed payday loan if paid in full at the end of the loan term with the cost
of the payday loan if consecutively refinanced and then paid in full 16 weeks after
the date of the original payday loan.

(c) A clear and conspicuous printed or typewritten notice that the applicant may
cancel the transaction, at no cost to the applicant, at any time before receiving the
funds pursuant to the payday loan,

(d) Educational materials provided by the department under sub. (4).

(3) PosTING REQUI REMENT. A payday loan service shall post a copy of each notice

{
required under sub. (2) (a) and (c) at each entrance to the payday loan service and
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at each location on the premises of the payday loan service where, in the ordinary
course of business, an applicant signs a contract for a payday loan.

(4) ADv NESTRATION. - (a) The department shall promulgate rules and prescribe
forms to ensure the efficient administration of this section. In addition, the
department shall develop educational materials to inform an applicant of the
potential costs of entering into a payday loan and of other options for borrowing funds
that may be available to the applicant.

(b) Upon the request of a payday loan service, the department shall supply the
pa;;Ajiay loan service with copies of the educational materials developed under par.
(@)! The department may charge a pay/d\ély loan service a reasonable fee for
educational materials supplied under this subse{:tion.

SECTION 2. Nonstatutory provisions.

(1) SuBMSSION OF PROPCSED RULES GOVERNI NGPAYDAYL%EFM ces. No later
than the first day of the 6th month beginning after publicatiorl%the department of
financial institutions shall submit in proposed form the rules governing payday loan
services under section 138.14 (4)J of the statutes, as created by this act, to the
legislative council staff under section 227.15 (1)Jof the statutes.

(2) PAYDAY LOAN SERVI CES STUDY COW TTEE. (@) The secretary of the department
of financial institutions shall establish a committee under section 15.04 (1) (c) of the
statutes to study consumer credit problems created by payday loans and payday loan
services, as defined under section 138.14 (1)Jof the statutes, as created by this act,
and shall recommend to the legislature a solution or policy alternatives with respect
to those problems. The committee shall consist of the secretary of the department
of financial institutions, or a person designated by the secretary, 3 members who

shall represent the interests of payday loan services, as defined under section 138.14
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(1) of the statutes, as created by this act, and 3 members who shall represent the
public interest. The secretary of the department of financial institutions, or a person
designated by the secretary, shall serve as the chairperson of the committee.

, (b) No later than the first day of the 12th month beginning after publication,
the committee shall submit a report of its findings and recommendations to the
legislature in the manner provided under section 13.172 (2) of the statutes. The
report shall include any proposed legislation that is necessary to implement the
recommendatimade by the committee in its report.

Section 8¢ Initial applicability.

® Y J
P\“’“‘M (1) The creation of section 138.14 of the statutes first applies to payday loans

made on the effective date of this subsec{ion.

SECTI ON 4. Effective date. E"‘) Qg‘

(1) The creation of section 138.14 of the statutes and SECTION% (1‘)Lof this act
take effect on the first day of the 8th month beginning after publication.

(END)
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1. Attached is the payday loan draft you requested through Pat Essie. Please review
the draft carefully to ensure that it satisfies your intent. In particular, please review
the nonstatutory material regarding the study committee and the submission of
proposed rules. Both the timeline and the substantive material in these sections can
be changed.

2. Currently, this draft contains no specific penalty provision. A violation of this
draft would be subject to a forfeiture of up to $200. Please let me know if you intend
a different penalty to apply.

—

-~ 4,@ This draft is in preliminary form and contains no analysis. | will redraft the bill
in introducible form after you approve of the bill's content. Please feel free to contact
me with any questions or suggested changes. 1 look forward to hearing from you.

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: Robert.Marchant@legis.state.wi.us
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April 21, 1999

1. Attached is the payday loan draft you requested through Pat Essie. Please review
the draft carefully to ensure that it satisfies your intent. In particular, please review
the nonstatutory material regarding the study committee and the submission of
proposed rules. Both the timeline and the substantive material in these sections can
be changed.

2. Currently, this draft contains no specific penalty provision. A violation of this
draft would be subject to a forfeiture of up to $200. Please let me know if you intend
a different penalty to apply.

3. You have also requested three amendments to this draft regarding required credit
checks, limitations of interest upon default and limitations on refinancing payday
loans. It is most efficient to draft these amendments after the bill is in its final,
introducible form. Once the bill is in introducible form, I should be able to draft the
requested amendments rather quickly

4. This draft is in preliminary form and contains no analysis. | will redraft the bill
in introducible form after you approve of the bill's content. Please feel free to contact
me with any questions or suggested changes. | look forward to hearing from you.

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: Robert.Marchant@legis.state.wi.us
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. Marchant, Robert

To: Welsh, Michael
Subject: Preliminary amendment language
Michael--

Here is the preliminary language for the requested amendments. | am forwarding a copy of this email to Pat Essie’s office
so that he will also have the language. As | mentioned, | can not efficiently draft the amendments until the bill itself is in
introducible form because the amendment must refer the line numbers of the bill.

| look forward to hearing from you.

Robert J. Marchant

Legislative Attorney

State of Wisconsin Legislative Reference Bureau
robert.marchant@legis.state.wi.us

AMENDMENT ONE:

(3g) Charges upon default. Notwithstanding ss. 138.09 (7) (c) and (e) and s. 422.203, if an applicant fails to make a
payment due under a payday loan on or before the payment’s scheduled or deferred due date, the payday loan service
shall not do any of the following:

(a) Impose a delinquency charge.

(b) Charge interest if the payment remains unpaid at least 2 days after the final scheduled maturity date of the payday
loan.

AMENDMENT TWO:

(3r) Refinancing payday loans. Notwithstanding ss. 138.09 (7) (f), 422.204 and 422.206, a payday loan service shall not
enter into a combined total of more than 3 consecutive payday loans, refinancing agreements, deferral agreements or
consolidation agreements with an applicant if each loan or agreement is used by the applicant to pay or forestall payment
of an existing debt under a payday loan with the payday loan service.

AMENDMENT THREE:

(2 m) Required applicant information. Before disbursing funds pursuant to a payday loan, a payday loan service shall
reasonably attempt to determine the number and amount of payday loans between payday loan services and the applicant
that are outstanding .
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1 AN ACT to create 138.14 of the statutes: relating to: payday loan services and

2 granting rule-making authority.

Analysis by the Legislative Reference Bureau
This is a preliminary draft. An analysis will be provided in a later version.
For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 138.14 of the statutes is created to read:

138.14 Payday loan services. (1) DeriniTions. In this section:

(a) “Applicant” means a person who obtains or seeks to obtain a payday loan.

(c) “Department” means the department of financial institutions.

3

4

5

6 (b) “Check” has the meaning given in s. 403.104 (6).

7

8 (d) “Payday loan” means a transaction between a person and the issuer of a
9

check in which the person agrees to do all of the following:
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1 1. Accept a check from the issuer. E g
2 2. Hold the check for a period of time without negotiating or presenting the: ‘
3 check for payment. gg
4 3. Pay to the issuer the amount of the check, less any applicable fee, upon %
5 accepting the check. :(S-

(e) “Payday loan means a person licensed under s. 138.09 who makes; Qg.g

payday loans in the ordinary course of business.

8 (2) DiscLosURE REQUI REMENTS.  Before disbursing funds pursuant to a payday g
9 loan, a payday Ioanj@shall provide all of the following to the applicant:
10 (a) A clear and conspicuous printed or typewritten notice indicating all of the:
following: e opEALand Sihheuwld. ULl a.,) )\/
‘ 2 1. That ajpayday loan is not intended to meet long—term financial needs. /
13) 2. That 94/payday loan i%funds in a financial emergency.
_19 3. That the applicant will be reqtired to pay additional fees if the loan is
4 refinanced rather than paid in full when due.
16 -— (b) A-clear a-nd.cgnspicuqus; printed or typewritten notice comparing the cos'E M y (’ .{m}

—/oﬂg %lfcaml— e Q_é, \
@ ( GREDeThOn0aEa payday loan @paid in full at the end of the loan term with the cost?
r~ U n AtHhe tod of Hhe loas Yo rm® conyecphive +fm‘e~5\

};}‘
¥

@P\' ¢ the payday loan ?m@m@w i reﬁnanced/@nd?ﬁéﬁ'ﬁéid' in fu}b{;ﬁw B aneckseateey -
719D pertapettheoriginalpaydaytoam
0 d (c) A clear and conspicuous printed or typewritten notice that the applicant
§ 2 may cancel the transaction, at no cost to the applicant, at any time before receiving
<y 2 the funds pursuant to the payday loan.
3 (d) Educationalmaterials provided by the department under sub. (4).

24 3 PoéT| NGREQUI REMENT.  Apaydayloan seryigeShall post a copy of each notice

\ 25 required under sub. (2) (a) and (c) at eyhe payday loan/serviee and
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1 at each 1%Wemms&owere in the ordinary
2 course of business, an applicant signs a contract for a payday loan.
3 (4) AbmINISTRATION. (&) The department shall promulgate rules and prescribe
4 forms to ensure the efficient administration of this section. In addition, the
5 department shall develop educational materials to inform an applicant of the
6 potential costs of entering into a payday loan and of other options for borrowing funds
7 that may be available to the applicant.
8 (b) Upon the request of a payday loan service, the department shall supply the
9 payday loan service with copies of the educational materials developed under par.
10 (a). The department may charge a payday loan service a reasonable fee for
11 educational materials supplied under this subsection.
12 SecTioN 2. Nonstatutory provisions.
13 (1) SUBMISSION OF PROPOSED RULES GOVERNING PAYDAY LOAN SERVICES. No later
14 than the first day of the 6th month beginning after publication, the department of
15 financial institutions shall submit in proposed form the rules governing payday loan
16 services under section 138.14 (4) of the statutes, as created by this act, to the
17 legislative council staff under section 227.15 (1) of the statutes.
s 7 (E) ;;\EXY“L;AE%V;E‘S STUMD-Y— ;OI;AMT';FTE‘E (—a;;?h(; éé(?l%;;lfy}f the department/(d

ancial institutions shall establish a committee under sectie .04 (1) (c) of the
%ine\fcredit problems creat payday loans and payday loan
i (1) of the statutes, as created by this act,

21 services, as defined under se%

22 and shall recommend to the legislature a@\ion or policy alternatives with respect

statutes to stu

-
23 to those problems.,.”The committee shall consist of "t‘:he\sg:retary of the department

institutions, or a person designated by the secretary,hit members who

24 ofﬁ(nwi
74 all represent the interests of payday loan services, as defined under segfibmlé&lzt ;
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(1) of the statutes, as created by this act, and 3 members who shall rep"I'ﬁﬁg’rg,t‘.»i?h'é"M

ey,

2 publicinterest. The secretary of the department of financial :i%jc,utro“ffgjor a person
3 des1g2$%secnetgg, shall serve as the chalrpers”’" of the committee.
(b) No later than the flrst d“h%‘tfﬁlj onth beginning after publication,
5] the committee shall subm1t~»at“i"éfmrt of its ﬁndmgs and recommendations to the
6 legislature in the*fhanner provided under section 13. 17%)‘*0 the statutes. The
7 repqxzt”éhall include any proposed legislation that is necessary to Tx;lplement the
f{ recommendations made by the committee in its report. |
9 SECTION 3. Initial applicability.
10 (1) The creation of section 138.14 of the statutes first applies to payday loans
11 made on the effective date of this subsection.
12 SECTION 4. Effective date.
13 (1) The creation of section 138.14 of the statutes and SecTion 3 (1) of this act
14 take effect on the first day of the 8th month beginning after publication.
15 (END)
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8. That refinancing a payday loairor entering into consecutive payday loans to

adyixalole
pay an existing payday loan is not R@m and may cause financial hardship for the

applicant.
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Attached is the preliminary draft of the payday loan bill that you requested through
Pat Essie. Please contact me with any questions or suggested changes. | will not
redraft the bill in introducible form until you approve of the bill's contents. Per your
request, | have provided Mr. Essie with a copy of this note and the attached bill.

In addition, you have requested three amendments to the bill. Because the
amendments must refer to the page and line numbers of the bill, I can most efficiently
draft the amendments after the bill is in final, introducible form. Thus, at this time
I have not completed the amendments to the bill. However, the tentative language of

the three amendments is as follows:

Amendment one

J v /
CHARGES UPON DEFAULT. Notwithstanding ss. 138.09 (7) (¢) and (e) and g) 422. 20
an applicant fails to make a payment due under a payday loan on ¢r before he
payment’s scheduled or deferred due date, the payday loan sexvice not do any of

the following:
(a) Impose a delinquency charge. JN

(b) Charge interest if the payment remains unpaid at least & days after the
payment’s scheduled or deferred due date.

oL de
Amendment @ fwo© @

PAYDAY LOAN SERVICES STUDY COMMITTEE. /(a) THe secretary of the departm, Jent of
financial institutions shall establish a committée under sections15.04 (1) (c)" of the

statutes to study consumer credit pr;t;l/eﬁls cregted by payday loans and payday loan

“&es

serviees, as defined under section 138,14 (1) of fhe statutes, as created by this act, and
shall recommend to the legislature @solution] or policy alternatives with respect to
those problems. The committee shall consist of the secretary of the department of
financial institutions, or a person de3|gnated by the secretary, 3 member
represent the interests of payday loan 7 as defined under seation®138.14 (1) of
the statutes, as created by this act, and 6@embers who shall represent the public
interest. The secretary of the department of financial institutions, or a person
designated by the secretary, shall serve as the chairperson of the committee.

(b) No later than the first day of the 12th month beginning after publication, the
committee shall submit a report of its findings and recommendations to the legislature




in the manner provided under sﬁMim(i) 13.172 (2{ of the statutes. The report shall
include any proposed legislation that is necessary to implement the recommendations
made by the committee in its report.

Amendment

wider—"_ J Y
REFINANCI‘;?@AYDAY LOANS. Notwithstanding ss. 138.09 (7) (f), 422.204 and 422.206,

a payday loan/ser m not enter into a combined total of more than Y€onsecutive >t/[/\
payday loars, refinanding agreements, deferral agreements or consolidation

agreements w1th an appljcant if each loan or agreement is used] by the applicant to pay
or forestall payment of an existing debt under a payday loag with the payday loan

>< ?ﬂ;\l \E (

// Once again, please contact me with any questions or suggested changes. | look
forward to hearing from you.

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: Robert.Marchant@legis.state.wi.us

S Ll rped
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May 3, 1999

Attached is the preliminary draft of the payday loan bill that you requested through
Pat Essie. Please contact me with any questions or suggested changes. | will not
redraft the bill in introducible form until you approve of the bill's contents. Per your
request, | have provided Mr. Essie with a copy of this note and the attached bill.

In addition, you have requested three amendments to the bill. Because the
amendments must refer to the page and line numbers of the bill, I can most efficiently
draft the amendments after the bill is in final, introducible form. Thus, at this time
I have not completed the amendments to the bill. However, the tentative language of
the three amendments is as follows:

Amendment one

CHarces UPoN DEFAULT.  Notwithstanding ss. 138.09 (7) (c) and (e) and 422.203 of the
statutes, if an applicant fails to make a payment due under a paydav loan on or before

the payment's scheduled ordaforsad.d.- ~ t do any
of the following: | , Q/O/ )

(a) Impose a delinquen ﬂ/

(b) Charge interest if W ter the
payment's scheduled or de¢ \

Amendment two

PAYDAY LOAN SERVICES 1 lent of
financial institutions shall, atutes
to study consumer credit pr : STATE OF WISCONSIN riders,

as defined under section 1
recommend to the legislat:
problems. The committee ¢
institutions, or a person de; -
the interests of payday loar - . suu.ax 1) 01 tNe Statutes,
as created by this act, and three members who shall represent the public interest. The
secretary of the department of financial institutions, or a person designated by the
secretary, shall serve as the chairperson of the committee.

(b) No later than the first day of the 12th month beginning after publication, the
committee shall submit a report of its findings and recommendations to the legislature

LEGISLATIVE REFERENCE BUREAU hall
Legal - Phone: 608/266-3561 F ax : 698/62(?;'2565;%6 18 tghose
Research - Phone' 608/266-0341 Fax: incial

ite - legis.state.wi.us/irb/
Website - www.leg esent
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in the manner provided under s. 13.172 (2) of the statutes. The report shall include any
proposed legislation that is necessary to implement the recommendations made by the
committee in its report.

Amendment three

REFINANCING PAYDAY LOANS. Notwithstanding ss. 138.09 (7) (f), 422.204 and 422.206,
a payday loan provider may not enter into a combined total of more than four
consecutive payday loans, refinancing agreements, deferral agreements or
consolidation agreements with an applicant if each loan or agreement is used in whole
or in part by the applicant to pay or forestall payment of an existing debt under a
payday loan with the payday loan provider.

Once again, please contact me with any questions or suggested changes. | look
forward to hearing from you.

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: Robert.Marchant@legis.state.wi.us
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granting rule-making authority.

Analysis by the Legislative Reference Bureau
This is a preliminary draft. An analysis will be provided in a later version,
For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people Of the state Of Wisconsin, represented in senate and assembly, do

enact as follows: ‘!

SECTION 1. 138.14 of theStatutes is created to read:
JINCES
138.14 Payday Ioan}f@@”\ (1) DeriniTions. In this section:
(a) “Applicant” means a person who obtains or seeks to obtain a payday loan.
(b) “Check” has the meaning given in s. 403. 104 (6).
(c) “Department” means the department of financial institutions.
(d) “Payday loan” means a transaction between a person and the issuer of a

check in which the person agrees to do all of the following:



16
17
18
19
20
21
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SECTION 1

1. Accept a check from the issuer. ‘ \m o “E

2. Hold the check for a period of tlme@tﬁﬁ negotiating or presenting the
check for payment.

3. Pay to the issuer the amount of the check, less any applicable fee, upon
accepting the check.

(e) “Payday loan provider” means a person licensed under s. 138.09 who makes
payday loans in the ordinary course of business.

(2) DiscLosure REQUI REMENTS.  Before disbursing funds pursuant to a payday
loan, a payday loan provider shall provide all of the following to the applicant:

(a) A clear and conspicuous printed or typewritten notice indicating all of the
following:

1. That a payday loan is not intended to meet long-term financial needs.

p Q,.p,n@cgggéf:agg ’needed??mm@re thaHi,MA

2. That an applicant should use a payday loan only to provide funds in a
financial emergency.

3. That the applicant will be required to pay additional fees if the loan is
refinanced rather than paid in full when due.

4. That refinancing a payday loan or entering into consecutive payday loans to
pay an existing payday loan is not advisable and may cause financial hardship for
the applicant.

(b) A clear and consplcuous prlnted or typewritten notice comparing the cost

poys %e
to the applicant if th elpayday lo n full at the end of the loan term with the

kgt - pay {oan infl aﬁé}'ﬁw Loy g arrgert of Mé?
cost to the applicant if the; ayday oa m%%ﬁm@at the end of the loan term 8

consecutive times &@d
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SECTION 1

1 (c) A clear and conspicuous printed or typewritten notice that the applicant

2 may cancel the transaction, at no cost to the applicant, at any time before receiving

3 the funds pursuant to the payday loan.

4 (d) Educational materials provided by the department under sub. (4).

5 (3) PosTING REQU REMENT. A payday loan provider shall post a copy of each

6 notice required’'under sub. (2) (a) and (c) at each entrance to each location where the

7 payday loan provider does business and at each place where, in the ordinary course

. . . The tunles shal ma\mée c‘)\
8 of business, an applicant signs a contract for a payday loan. Welod dor slzwod al
;:ou('\h ttha\Sgt\jff__&(llSe U”“(’f

9 (4) Aom NnEsTRaTIoN. (@) The department shall promulgate(rtlesand prescribe
10 forms to ensure the efficient administration of this section.L In addition, the

11 department shall develop educational materials to inform an applicant of the
12 potential costs of entering into a payday loan and of other options for borrowing

13 funds that may be available to the applicant. cx WLV )

a (b) Upon the request-efa payday loan the department shall supply the
' @ zé/*o\n der>

a payday loan ith copies of the educatlonal materials-deyeloped under par.
n V_dmm&gr
16 (a). The department may charge a payday loan \gergiss~a reasonable fee for
17 educational materials supplied under this subsection.
18 SecTioN 2. Nonstatutory provisions. D
P o 2E65 )
19;_) (1)) SUBMSSION OF PROPOSED  RULESGOVERNI NGPAYDAYLOAN CEd~No later
20 than the first day of the 6th month beginning after publication, the department of
21 financial in. s%‘]itutions shall submit in proposed form the rules governing payday loan
[ Pl kdS.

@iﬁﬁ:@,ﬁ.under section 138.14 (4) of the statutes, as created by this act, to the
23 Ieglslatlve council staff under section 227.15 (1) of the statutes.

24 SecTion 3. Initial applicability.
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SECTION 3
(1) The creation of section 138.14 of the statutes first applies to payday loans
made on the effective date of this subsection.
SECTION 4. Effective date.
(1) The creation of section 13;.%f the statutes and Section 3 (1) of this act
o S

take effect on the first day of the,\ y month beginning after publication.

(END)
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Attached is the 4§[vers1on of the /preliminary/draft that you requested through Pat

Essie regarding payday loan providers. This draft 11} corporates a few technical
changes (see relating clause, title to proposed s. 138.14, effective date and corrected
reference to payday loan provider in proposed s. 138.14 (4) (b) and in nonstatutory
material), along with other substantive changes requested through Pat Essie’s office
(clarification that'cgpayday loan provider may negotiate or present a check provided by
an applicant under proposed s. 138.14 (1) (d) 2.5 elimination of second sentence in
proposed s. 138 14 (2) (a) 1Yand clarification of disclosure re uired under proposed s.
138.14 (2) (b) and rules required under proposed s. 138.14 (4) g Please contact me with
any questions or suggested changes. | will not redraft the bill in introducible form until
you approve of the bill's contents. Per your request, | have provided Mr. Essie with a
copy of this note and the 2 ched bill.

In addition, you ha < requested three amendments to the bill. Please refer to the
drafter’s note to the né[Z ers1on of themm draft of this bill for ‘/the tentative
la age of these a

.A.:

HRat Essie’s office has asked whether amendment one prohibitg-a=payday loan
provider-frem charging a non—sufficient funds (NSF) fee for_rettfned checks. Among
other things, the tentatiye language of amendmept-efie states that a payday loan
provider may not impose a delinqueneyxchargeifan applicant fails to make a payment
when due under a payday loagﬂt ourBh the term<delinquency charge” is not defined
in the statutes or releva iscussed in any Wisconsin taselaw, it is possible that a
n NSF fee to be a delinquency charge prohibited-by amendment
end to allow a payday loan provider to charge an NSF fee, I recomsmeapd
cr emption for an NSF fee in amendment one

Once again, please contact me with any questions or suggested changes. %
((I‘\'ITT' ml -”W(J‘“ =X Winm

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: Robert.Marchant@legis.state.wi.us

endments. :G 5 K\GMMEABM&M yor Miend poc ) q emtadiad one to be
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June 1, 1999

Attached is the “/P3” version of the draft that you requested through Pat Essie
regarding payday loan providers. This draft incorporates a few technical changes (see
relating clause, title to proposed s. 138.14, effective date and corrected reference to
payday loan provider in proposed s. 138.14 (4) (b) and in nonstatutory material), along
with other substantive changes requested through Pat Essie’s office (clarification that
a payday loan provider may negotiate or present a check provided by an applicant
under proposed s. 138.14 (1) (d) 2., elimination of second sentence in proposed s. 138.14
(2) (a) 1. and clarification of disclosure required under proposed s. 138.14 (2) (b) and
rules required under proposed s. 138.14 (4)). Please contact me with any questions or
suggested changes. | will not redraft the bill in introducible form until you approve of
the bill's contents. Per your request, | have provided Mr. Essie with a copy of this note

and the attached bill.

In addition, you have requested three amendments to the bill. Please refer to the
drafter’s note to the “/P2” version of the draft of this bill for the tentative language of
these amendments. It is my understanding that you intend par. (a) of amendment one
to be deleted.

Once again, please contact me with any questions or suggested changes.

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: Robert.Marchant@legis.state.wi.us
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MEMORANDUM
DATE: October 4, 1999
TO: Rob Marchant, Drafting Attorney
RE: LRB-2688/P3

As we near the introduction of this legislation, there are a few changes and one
guestion that need to be clarified.

Page 1, line 6 Check Definition - By defining check, will this prohibit electronic /
transmission transactions? g

|/{age 2, line 1749 Disclosure Requirements - Remove the phrase “is not advisable
and” in line 18. Would like it to read as, “That refinancing a payday loan or entering into
consecutive payday loans to pay an existing payday loan may cause financial hardship
for the applicant.”

Iﬁ’age 3, line 5-8 Posting Requirement - Add the word “conspicuously” on line.5 so
that is reads ‘A payday loan provider s half conspicuously post a copy of each.. . ".
Remove the phrase on line 6 and 7 that reads “each entrance to each location where
the payday loan provider does business and at” Would like it to read as, “A payday loan
provider shall conspicuously post a copy of each notice required under sub. (2) (a) and
(c) at each place where, in the ordinary course of business, an applicant signs a contact
for a payolay loan.”
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AN ACT totereate 138.14 of the statutes; relating to: payday loan providers and

granting rule-making authority.

Analysis by the Legislative Reference Bureau

C’Bh@ds s a-prelimifidey-draft sAnranalysisswillTesprovidEd=in-aslatdr-versions
For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 138.14 of the statutes is created to read:

138.14 Payday loan providers, 1TIoNs.  In this section:

. an ndiv: A«(«
(@) “Applicant” means mﬁho obtains or seeks to obtain a payday loan.

(b) “Check” has the meaning given in s. 403.104 (6).

(c) “Department” means the department of ﬁnanc1al institutions.

St b ¢

any ol Fhe 5o P P L,
(@) “Payday loan” mean ransaction betw

in which the person agrees to grva

o
@A/&hmwﬁ aud_Onothes perstn,
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/#pm Ne ;fmméwzl\ Hhoat cL/\aws on fhe accou@ Secrion 1

old the check for a period of time before negotiating or presenting the check

GX Gn -‘-Jm

el RErs )

o ‘o bYT\Lé\MVt&ua} b}:o 's regwrel o \ac Q‘P
(e) “Payday loan provider” meansapersoxﬁcensed under s. 138.09/who makes
payday loans in the ordinary course of business.

(2) DiscLosuRE REQUIREMENTS. Before disbursing funds pursuant to a payday
loan, a payday loan provider shall provide all of the following to the applicant:

(a) A clear and conspicuous printed or typewritten notice indicating all of the
following:

1. That a payday loan is not intended to meet long-term financial needs.

2. That an applicant should use a payday loan only to provide funds in a
financial emergency.

3. That the applicant will be required to pay additional fees if the loan is
refinanced rather than paid in full when due.
4. That refinancing a payday loan or entering into consecutive payday loans to

may cause financial hardship for

pay an existing payday loan &g
the applicant.

(b) A clear and conspicuous printed or typewritten notice comparing the cost
to the applicant if the applicant pays the payday loan in full at the end of the loan
term with the cost to the applicant if the applicant pays the payday loan in full after
financing the amount of the payday loan at the end of the loan term 8 consecutive

times.

ajnr\;\ or praen"m} the. chect br '007/%
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SECTION 1

(c) A clear and conspicuous printed or typewritten notice that the applicant
may cancel the transaction, at no cost to the applicant, at any time before receiving
the funds pursuant to the payday loan.

(d) Educational materials provided by the department under sub. (4).

(3) PosTinG REQUIREMENT. A payday loan provider shall post a copy of each

notice required under sub. (2) (a) and (c)@ﬁ!iﬁmt@m

in e Lf)ﬁ'zPiCU\OV\S Lo adt 09
#hat each place where, inthe ordinary course

of business, an applicant signs a contract for a payday loan.

(4) AominisTrATION. (@) The department shall promulgate rules and prescribe
forms to ensure the effkient administration of this section. The rules shall include
a method for calculating the amounts required to be disclosed under sub. (2) (b). In,
addition, the department shall develop educational materials to inform an applicant
of the potential costs of entering into a payday loan and of other options for borrowing
funds that may be available to the applicant.

(b) Upon the request of a payday loan provider, the department shall supply
the payday loan provider with copies of the educational materials developed under
par. (a). The department may charge a payday loan provider a reasonable fee for
educational materials supplied under this subsection.

SecTioN 2. Nonstatutory provisions.

(1) SUBMISSION OF PROPOSED RULES GOVERNING PAYDAY LOAN PROVIDERS. NO later
than the first day of the 6th month beginning after publication, the department of
financial institutions shall submit in proposed form the rules governing payday loan
providers under section 138.14 (4) of the statutes, as created by this act, to the
legislative council staff under section 227.15 (1) of the statutes.

SectioN 3. Initial applicability.
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SECTION 3
(1) The creation of section 138.14 of the statutes first applies to payday loans
made on the effective date of this subsection.
SECTION 4. Effective date.
(1) The creation of section 138.14 of the statutes and Secrion 3 (1) of this act
take effect on the first day of the 12th month beginning after publication.

(END)
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INSERT ANALYSIS

Currently, state and federal law contain numerous provisions regulating
consumer loans (generally, loans of $25,000 or less made to individuals for personal,
family or household purposes). For example, under current law, a creditor in a
consumer loan must providja the borrower under the loan with certain information
before the loan is consummated. Among other things, the creditor must disclose the
total amount financed in the transaction, the amount of the finance charge assessed
in the transaction and the cost of the credit calculated as a yearly rate. The creditor
must also provide the borrower with a notice that encourages the borrower to
examine the loan documentation and that advises the borrower of certain rights.

This bill creates additional notice requirements that specifically apply to
payday loans. In a typical payday loan transaction, the creditor accepts a personal
check from the borrower, pays the borrower the amount of the check less any
applicable finance charge and agrees to wait a short time, such as two weeks, before
depositing the check. Under this bill, before disbursing funds pursuant to a payday
loan, the payday loan provider must provide the borrower with a notice that
compares the cost of the payday loan if it is paid in full when due with the cost of the
payday loan if it is paid in full after being refinanced eight times. Furthermore, the
payday loan provider must notify the borrower that a payday loan is not intended to
meet long-term financial needs, that a payday loan should be used only in a financial
emergency, that the borrower will be required to pay additional fees if the payday
loan is not paid in full when due and that refinancing the payday loan, or entering
into consecutive payday loans to pay an existing payday loan, may cause financial
hardship.

This bill also requires the payday loan provider to notify the borrower that the
borrower may cancel the payday loan at any time before receiving the loan funds.
In addition, the payday loan provider must provide the borrower with materials,
obtained from the departmept of financial institutions, that inform the borrower of
the potential costs of entering into a payday loan and of other gg@si® options for

borrowing fundﬁ‘\ ,,,,, —
le
v Fhat rw/ be 6/@
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Representative Hoven:

1. Attached is a completed draft relating to payday loan providers. This draft
incorporates three changes communicated to me by Pat Essie. These changes are:

(a) Amending the draft so that it covers payday loans that involve electronic fund
transfers.

(b) Removing the language in proposed s. 138.14 (2) (a) 4.,jstats., regarding the
advisability of refinancing or entering into consecutive payday loans.

(c) Changing the posting requjrement in proposed s. 138.14 (3),J stats., to require
posting in a conspicuous location at each place where, in the ordinary course of
business, an applicant signs a contract for a payday loan.

2. This draft also corrects two other issues that | discovered while completing the
draft. I have discussed both of these changes with Pat Essie’s office. These changes

are: i
pieal
(a) Broadening the definition of “payday loan” to cover penctypital payday loans (for
example, loans for more than the amount of the applicant’s check orfoans that are not
disbursed imjnediately upon acceptance of the applicant’s check). See proposed s.
138.14 (1) (B, stats.

(b) Clarifying that a payday loan provider is anyone who makes payday loans in the
ordinary course of business and who is required to be licensed under s. 138.09. Without
this change, the draft would not apply to a person who ordinarily makes payday loans
and who is required to be licensed under s. 138.09, stats., but who has not obtained the
required license.

3. In addition, this draft clarifies that a payday loan is a loan to an individual rather
than a loan to a person (which would include a corporation or other entity or
organization). This change is consistent with existing consumer protection laws that
govern transactions that are entered into for personal, family or household purposes.

Please let me know if any of the above changes are not consistent with your intent.
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October 15, 1999

Representative Hoven:

1. Attached is a completed draft relating to payday loan providers. This draft
incorporates three changes communicated to me by Pat Essie. These changes are:

(&) Amending the draft so that it covers payday loans that involve electronic fund
transfers.

(b) Removing the language in proposed s. 138.14 (2) (a) 4., stats., regarding the
advisability of refinancing or entering into consecutive payday loans.

(c) Changing the posting requirement in proposed s. 138.14 (3), stats., to require
posting in a conspicuous location at each place where, in the ordinary course of
business, an applicant signs a contract for a payday loan.

2. This draft also corrects two other issues that | discovered while completing the
draft. | have discussed both of these changes with Pat Essie’s office. These changes
are:

(a) Broadening the definition of “payday loan” to cover atypical payday loans (for
example, loans for more than the amount’of the applicant’s check or loans that are not
disbursed immediately upon acceptance of the applicant’'s check). See proposed s.
138.14 (1) (b, stats.

(b) Clarifying that a payday loan provider is anyone who makes payday loans in the
ordinary course of business and who is required to be licensed under s. 138.09. Without
this change, the draft would not apply to a person who ordinarily makes payday loans
and who is required to be licensed under s. 138.09, stats., but who has not obtained the
required license.

3. In addition, this draft clarifies that a payday loan is a loan to an individual rather
than a loan to a person (which would include a corporation or other entity or
organization). This change is consistent with existing consumer protection laws that
govern transactions that are entered into for personal, family or household purposes.

Please let me know if any of the above changes are not consistent with your intent.

Robert J. Marchant

Legislative Attorney
Phone: (608) 261-4454
E-mail: Robert.Marchant@legis.state.wi.us
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A
AN ACT to;cr_eate 138.14 of the statutes; relating to: payday loan providers and

granting rule-making authority. v

Analysis by the Legislative Reference Bureau

Currently, state and federal law contain numerous provisions regulating
consumer loans (generally, loans of $25,000 or less made to individuals for personal,
family or household purposes). For example, under current law, a creditor in a
consumer loan must provide the borrower under the loan with certain information
before the loan is consummated. Among other things, the creditor must disclose the
total amount financed in the transaction, the amount of the finance charge assessed
in the transaction and the cost of the credit calculated as a yearly rate. The creditor
must also provide the borrower with a notice that encourages the borrower to
examine the loan documentation and that advises the borrower of certain rights.

This bill creates additional notice requirements that specifically apply to
payday loans. In a typical payday loan transaction, the creditor accepts a personal
check from the borrower, pays the borrower the amount of the check less any
applicable finance charge and agrees to wait a short time, such as two weeks, before
depositing the check. Under this bill, before disbursing funds pursuant to a payday
loan, the payday loan provider must provide the borrower with a notice that
compares the cost of the payday loan if it is paid in full when due with the cost of the
payday loan if it is paid in full after being refinanced eight times. Furthermore, the
payday loan provider must notify the borrower that a payday loan is not intended to
meet long-term financial needs, that a payday loan should be used only in a financial
emergency, that the borrower will be required to pay additional fees if the payday
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loan is not paid in full when due and that refinancing the payday loan, or entering
into consecutive payday loans to pay an existing payday loan, may cause financial
hardship.

This bill also requires the payday loan provider to notify the borrower that the
borrower may cancel the payday loan at any time before receiving the loan funds.
In addition, the payday loan provider must provide the borrower with materials,
obtained from the department of financial institutions, that inform the borrower of
the potential, costs of entering into a payday loan and of other options for borrowing
funds that may be available.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented ir senate and assembly, do
enact as follows:

SECTION 1. 138.14 of the statutes is created to read:
138.14 Payday loan providers. (1) DeriniTions. In this section:

(@) “Applicant” means an individual who obtains or seeks to obtain a payday

loan.

(b) “Check” has the meaning given in s. 403.104 (6).

(c) “Department” means the department of financial institutions.

(d) “Financial establishment” means any organization that is authorized to do
business under state or federal law and that holds a demand deposit, savings deposit
or other asset account belonging to an individual.

(e) “Organization” has the meaning given in s. 19.42 (11).

(H “Payday loan” means any of the following:

1. A transaction between an individual with an account at a financial
establishment and another person, in which the person agrees to accept from the
individual a check that draws on the account, to hold the check for a period of time

before negotiating or presenting the check for payment and to pay to the individual,
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at any time before negotiating or presenting the check for payment, an amount that
is agreed to by the individual.

2. A transaction between an individual with an account at a financial
establishment and another person, in which the person agrees to accept the
individual's authorization to initiate an electronic fund transfer from the account, to
wait for a period of time before initiating the electronic fund transfer and to pay to
the individual, at any time before initiating the electronic fund transfer, an amount

that is agreed to by the individual.

@@@ “Payday loan provider” means a person who is required to be licensed under
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s. 138.09 and who makes payday loans in the ordinary course of business.

(2) D1scLoSURE rRequ REMVENTS.  Before disbursing funds pursuant to a payday
loan, a payday loan provider shall provide all of the following to the applicant:

(a) A clear and conspicuousprinted or typewritten notice indicating all of the
following:

1. That a payday loan is not intended to meet long-term financial needs.

2. That an applicant should use a payday loan only to provide funds in a
financial emergency.

3. That the applicant will be required to pay additional fees if the loan is
refinanced rather than paid in full when due.

4. That refinancing a payday loan or entering into consecutive payday loans to
pay an existing payday loan may cause financial hardship for the applicant.

(b) A clear and conspicuous printed or typewritten notice comparing the cost
to the applicant if the applicant pays the payday loan in full at the end of the loan

term with the cost to the applicant if the applicant pays the payday loan in full after
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financing the amount of the payday loan at the end of the loan term 8 consecutive
times.

(c) A clear and conspicuous printed or typewritten notice that the applicant
may cancel the transaction, at no cost to the applicant, at any time before receiving
the funds pursuant to the payday loan. Y

(d) Educational materials provided by the department under sub. (4).

(3) PosTinG REQUIREMENT. A payday loan provider shall post a copy of each
notice required under sub. (2) (a) and (c) in a conspicuous location at each place
where, in the ordinary course of business, an applicant signs a contract for a payday
loan.

4) ADMINIS'IE‘RATION.A (a) The department shall promui'gate rules and prescribe
forms to ensure the efficient administration of this section.” The rules shall include
a method for calculating the amounts required to. be disclosed under sub. (2) (b). In
addition, the department shall develop educational materials to inform an applicant
of the potential costs of entering into a payday loan and of other options for borrowing
funds that may be available to the applicant.

(b) Upon the request of a payday loan provider, the department shall supply
the payday loan provider with copies of the educational materials developed under
par. (a). The department may charge a payday loan provider a reasonable fee for
educational materials supplied under this subsection.

SecTion 2. Nonstatutory provisions.

(1) SuBmiIssION OF PROPOSED RULES GOVERNING PAYDAY LOAN PROVIDERS. NO later
than the first day of the 6th month beginning after publication, the department of

financial institutions shall submit in proposed form the rules governing payday loan
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providers under section 138.14 (4) of the statutes, as created by this act, to the
legislative council staff under section 227.15 (1) of the statutes.

SECTION 3. Initial applicability.

(1) The creation of section 138.14 of the statutes first applies to payday loans
made on the effective date of. this subsection.

Section 4. Effective date. : PLE

(1) The creation of section 138.14 of the statutes and SEcnom@( ) of this act
take effect on the first day of the 12th month beginning after publication.

(END)
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Representative Hoven:

4. Attached is a completed draft relating to payday loan providers. This draft
%corporates three changes communicated to me by Pat Essie. These changes are:

(a) Amending the draft so that it covers payday loans that involve electronic fund
transfers.

(b) Removing the language in proposed s. 138.14 (2) (a) 4., stats., regarding the
advisability'of refinancing or entering into consecutive payday loans.

(c) Changing the posting requirement in proposed s. 138.14 (3), stats., to require
posting in a conspicuous location at each place where, in the ordinary course of
business, an applicant signs a contract for.a payday loan. .

‘ /_:2 This draft also corrects two other issues that | discovered while completing the.
h @ draft. | have discussed both of these changes with Pat Essie’s office. These changes
B are:

g

(a) Broadening the definition of “payday loan” to cover atypical payday loans (for
example, loans for more than the amount'of the applicant’s check or loans that are not
disbursed immediately upon acceptance of the applicant’s check). See proposed s.
138.14 (1) (D, stats.

(b) Clarifying that a payday loan provider is anyone who makes payday loans in the
ordinary course of business and who is required to be licensed under s. 138.09. Without
this change, the draft would not apply to a person who ordinarily makes payday loans
and who is required to be licensed under s. 138.09, stats., but who has not obtained the
required license.

. In addition, this draft clarifies that a payday loan is a loan to an individual rather
@/ﬂﬁn a loan to a person (which would include a corporation or other entity or
organization). This change is consistent with existing consumer protection laws that
govern transactions that are entered into for personal, family or household purposes.

Please let me know if any of the above changes are not consistent with your intent.

Robert J. Marchant
Legislative Attorney
() Phone: (608) 261-4454
E-mail: Robert.Marchant@legis.state.wi.us
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Representative Hoven:

1. This redraft corrects a technical error that was included in the “/1” version. |
apologize for any inconvenience this error has caused. The remainder of this drafter’s
note is taken from the “/1” version.

2. Attached is a completed draft relating to payday loan providers. This draft
incorporates three changes communicated to me by Pat Essie. These changes are:

(a) Amending the draft so that it covers payday loans that involve electronic fund
transfers.

(b) Removing the language in proposed s. 138.14 (2) (a) 4., stats., regarding the
advisability of refinancing or entering into consecutive payday loans.

(c) Changing the posting requirement in proposed s. 138.14 (3), stats., to require
posting in a conspicuous location at each place where, in the ordlnary course of
business, an applicant signs a contract for a payday loan.

3. This draft also corrects two other issues that I discovered while completing the
draft. | have discussed both of these changes with Pat Essie’s office. These changes
are:

(a) Broadening the definition of “payday loan” to cover atypical payday loans (for
example, loans for more than the amount of the applicant’s check or loans that are not
disbursed immediately upon acceptance of the applicant’s check). See proposed s.
138.14 (1) (f), stats.

(b) Clarifying that a payday loan provider is anyone who makes payday loans in the
ordinary course of business and who is required to be licensed under s. 138.09. Without
this change, the draft would not apply to a person who ordinarily makes payday loans
and who is required to be licensed under s. 138.09, stats., but who has not obtained the
required license.

4. In addition, this draft clarifies that a payday loan is a loan to an individual rather
than a loan to a person (which would include a corporation or other entity or
organization). This change is consistent with existing consumer protection laws that
govern transactions that are entered into for personal, family or household purposes.

Please let me know if any of the above changes are not consistent with your intent.

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: Robert.Marchant@legis.state.wi.us
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The attached draft is submitted f i your inspection. Please check each part carefully, proofread each word, and
sign on the appropriate line(s) below.

Date: 6/2/99 To: Representative Hoven
Relating to LRB drafting number: LRB-2688/ &

Topic
Payday loan companies

Subject(s)
Fin. Inst. - int. rates/loans, Fin. Inst. - miscellaneous _
1. JACKET the draft for introduction 7 ;%Z ; W

in the Senate orthe Assembly y / (check only one). Only the requester under whose name the

drafting request is entered in the LRB’s drafting records may authorize the draft to be submitted. Please
allow one day for the preparation of the required copies.

2. REDRAFT. See the changes indicated or attached

A revised draft will be submitted for your approval with changes incorporated.

3. Obtain FISCAL ESTIMATE NOW, prior to introduction

If the analysis indicates that a fiscal estimate is required because the proposal makes an appropriation or
increases or decreases existing appropriations or state or general local government fiscal liability or
revenues, you have the option to request the fiscal estimate prior to introduction. If you choose to
introduce the proposal without the fiscal estimate, the fiscal estimate will be requested automatically upon
introduction. It takes about 10 days to obtain a fiscal estimate. Requesting the fiscal estimate prior to
introduction retains your flexibility for possible redrafting of the proposal.

If you have any guestions regarding the above procedures, please call 266-3561. If you have any questions

relating to the attached draft, please feel freeto call me.

Robert J. Marchant, Legidlative Attorney
Telephone: (608) 26 1-4454



